Test Package for Electronic
Filers of |Individual |ncone
Tax Return for Tax Year
2005




PARTI Cl PANTS ACCEPTANCE TESTI NG SYSTEM (PATS) TY 2005

WHO MUST FI LE?

The El ectronic Program Operations requires that all software devel opers
and transnmitters performthe tests in this Test Package before they can
be accepted into the electronic filing programfor the 2006 (Tax Year
2005) filing season

VWHY TEST?

The purpose of testing is to ensure, prior to live processing that:

1) filers transnmit in the correct format and nmeet the I RS electronic
filing specifications;

2) returns have few validation or math errors;

3) required fields post to the IRS master file; and

4) filers understand and are famliar with the nmechanics of electronic
filing.

WHAT IS TESTED?

The test package for the 2005 Participants Acceptance Testing System
(PATS) consists of thirty-eight (38) return scenarios. Each scenario

i ncludes the applicable W2s, W2Gs, 1099G 1099-Rs, 1040s, 1040As, and
1040EZs. The test returns include all fornms and schedul es accepted for
el ectronic filing. Test 8 is the return to be used if you will be
participating in the Federal/State electronic filing program You
shoul d add the appropriate information in the generic state record and
transmt the return as part of your regular transm ssion. Specific
instructions are available from participating states.

The scenarios provide the information needed to prepare the appropriate
forms and schedul es; however, conputations and data for all |ines have
not been provided. Therefore, know edge of tax |aw and tax preparation
is necessary. You nust correctly prepare and conpute these returns
before transmitting the tests. To elimnate the time spent by IRS staff
in reviewing your final transm ssions, it will be to your advantage to
use the phrases and abbreviations appearing in the test package, and
enter the data in the sane order as it appears in the scenario. You
nmust also transnmit the test returns in consecutive ascendi ng SSN order
It is inmportant that you enter the correct Return Type and Source
Return I ndicator.



Test Password — New or revised applicants who will be transmitting to
the IRS for PY 2006 will receive an eight-digit al phanumeric test

password. This password will be mailed to the applicants. It will be
valid at the beginning of PATS, which will begin Novenmber 09, 2005. The
producti on Passwords will be mailed out as we have done in the past.

Pl ease renenber to contact your hone-processing site if you forget your
test password.

New Changes in PATS Transmi ssion Sites and Assistance - This year, PATS

Test returns will be transmitted to the same sites as all e-file
returns. The five sites are: Andover, Austin, Kansas City, Fresno and
Phi | adel phia. You will be able to transmt and received your

acknow edgenents fromthese sites.

For PATS Testing Assistance, you should continue to cal
1- 866- 255- 0654.

SPECI AL NOTES CONCERNI NG TEST SCENARI OGS

The Answer File can provide only one answer for each scenario |line
item Since there may be alternative ways to prepare the return, it my
be necessary to discuss your method of preparation with the tax

exam ner to resolve any m smatches. I n each scenario, under the heading
“OTHER’, information may be present which mght help clarify the
scenario. Any optional fornms nentioned in the test are included in the
PATS Answer File. Some W2s may be non-standard.

Si nce every conceivabl e condition cannot be represented in the test
scenari os, you may want to test any conditions you feel are appropriate
once you have passed the test scenarios provided in the test package.
Suggestions for the additional scenarios are welcone and, if accepted,
can be added to the Tax Year 2006 package.

Sonme tests will indicate under the headi ng "PREPARED BY" that they were
prepared by a specific fictitious paid preparer, or that the IRS
assisted the taxpayer (non-paid preparer information), or that the

t axpayer prepared the return. You must provide for the transm ssion of
Third-Party Paid and Non-Paid Preparer information as specified in the
scenarios. Where this information is blank, you are to supply the
information that is appropriate for your situation; i.e., as if a
preparer in your office(s) had prepared the return. (See Attachnent 6
of the File Specifications, Pub. 1346, for nore information on Non-Paid
and Paid Preparer fields.)



Tests 33 and 34 have Electronic Filing lIdentification Nunbers (EFINSs)
printed on the top of the first page of the scenario. These are to be
used by Electronic Return Originators who wish to test their ability to
noni tor and assign DCNs on returns collected fromother ERCs. |If you
are not a collector, then use your own EFIN in the DCN

Formse W2, W2G and 1099R contain state wages and withholding. If the
test scenario includes a Schedule A, the state withholding is included
in the anount given for line 5 of the Schedule A

WHEN TO TEST

When you are ready to test, starting Novenber 09, 2005, please call the
e-Hel p desk at the new centralized toll-free nunber:

1- 866- 255- 0654

They will assign a tax exami ner to assist you in successfully
conpleting the tests.

REVI EW NG ACK FI LES AND CORRECTI NG TESTS

You may transmit as nany test returns as necessary until you receive no

error nessages; however, Test 11 will always be rejected. This is to
provi de you with experience in reading the Error Records contained in
t he Acknow edgenent File. Test 11 will be rejected with Error Reject

Code 0500. The Primary-SSN (Field 0003) of the Record ID for Form 1040,
Page 01, and the Nane Control (SEQ 0050) nust match the correspondi ng
data in the IRS Master File, and you will not be able to correct it.

Wi le you are solving problens, you may transmit only the problem
returns until you have no rejects. You may nodify tests to include only
conditions your software will handle, e.g., if you can transmt only 10
W2s, then on the test with 20 W2s, transnmit 10, and adjust your
figures accordingly. You nust informthe tax exam ners of any forms you
do not intend to file so they will understand why the answers do not
agree with the Answer File.

FI NAL TRANSM SSI ON

Once you receive no rejects, other than Test 11, you will be required
to transmt the returns in two separate, sane-day transmn ssions,
including the test with the Error Reject Code 0500 rejection. You are
required to nmeke two separate transmi ssions in the sane day in order to
test the ability of your software to increment the transm ssion
sequence number that appears in the TRANA record. Tests 1-19 should be
in the first transm ssion and Tests 20-38 in the second transni ssion
(exclude the on-line test scenarios if not applicable to you).



REVI EW OF PARTI Cl PANTS RETURNS FI LE (PRF) AGAI NST PATS ANSWER FI LE

This transm ssion (PATS I) will be conpared agai nst the PATS ELF Answer
File. The conparison program checks each byte and prints out the fields
that differ. The tax examner will review the printout and will discuss
any problems with you. Sone fields will differ and are not consi dered
incorrect, but others MJST AGREE EXACTLY. These fields are all SSNs,
ATINs, EINs, ITINs, RTNs, account nunbers, percentage and date fields,
and the entity portion of the 1040 Fami|ly and ETD Forns 56, 2350, 4868
and 9465. When these mis-conpares are either accepted or corrected, you
wi || pass PATS Testi ng.

Remenber: The Tax Examiner will not run a "Conpare" until there are no
reject conditions for the test returns on the ACK file (with the
exception of the forced reject of Test 11).

COMMUNI CATI ONS TEST FOR THE e-fil e SYSTEM

There are two primary EMS sites: Enterprise Conmputing Center at Menphis
(ECC-MEM), (which hosts Kansas City and Fresno) and Martinsburg (ECC-
MIB) (which hosts Andover, Austin and Philadelphia). If you are a
Sof t ware Devel oper/ Transmitter and plan to transmt returns to nore
than one service center, you are only required to send a transni ssion
to one node (your primary service center). You nust then conplete an e-
file communications test by transmitting five returns in two same-day
transm ssions (three returns in one transnission and two in other). A
Sof t ware Devel oper/ Transmitter nust pass the conmunications test with
sof tware using the asynchronous (ASC) protocol

If you are a Preparer/Transnmitter using accepted software, you nust
conplete an error-free communi cations test by transmitting five returns
in two sane-day transnissions (three returns in one transm ssion and
two in the other) to one EMS site. The conmunication test nust reflect
the types of returns you will be filing (i.e. if you will be
transmitting all three types of Fornsl1040, your test shoul d consist of
at | east one 1040, 1040A, andl1l040EZ). A Preparer/Transmtter must pass
the comruni cations test with software using the asynchronous (ASC)

pr ot ocol

A Software Devel oper who will not transmt need not performa
communi cations test for the ELF system



TESTI NG ON THE ELECTRONI C TRANSM TTED DOCUMENT ( ETD) SYSTEM

The El ectronic Transmitted Docunent, or (ETD) System processes fornms
that are not attached to a Form 1040, 1040A, or Form 1040EZ. A separate
transm ssion file (PATS Il) should be created for the ETD System usi ng
prescri bed data from sel ected scenari os.

The ETD file is conposed of thirty-six (36) interm xed Form 9465, Form
4868, Form 56 and Form 2350.

This transm ssion will be compared agai nst the PATS ETD Answer File.
Once you receive no rejects, you will be required to transmt the
returns in two separate, same-day transm ssions. Test 1-17 should be in
the first transm ssion and 17-33 in the second transni ssion

COVMUNI CATI ONS TEST FOR THE ETD SYSTEM

If you are a Software/ Transnitter and plan to transmit returns to nore
than one center, you may send a transnission to one node at EMS site
for your primary service center. You nust then complete an ETD

comrmuni cations test by transmitting five returns in two sane-day
transm ssions (three returns in one transnission and two in the other)
with each EMS site. A Software Devel oper/ Transm tter nust pass the
communi cations test with software using the asynchronous (ASC)

pr ot ocol

If you are a Preparer/Transnitter using accepted ETD software and you
have passed PATS communications testing for 1040 el ectronic returns, it
wi Il not be necessary for you to do an ETD conmuni cations test.

A Software Devel oper, who will “NOT” transmt, need not performa
communi cations test for the ETD system

USI NG YOUR OWN TEST

When you have been notified that you have passed the PATS test, you may
test with data of your own, provided that you are using your TEST
password. You must use the word "TEST" as the first name of the

t axpayer, and you may use any of the SSNs within the test package.

DO NOT use any other SSNs.



TESTI NG GUI DELI NES FOR SOFTWARE DEVELOPERS

You nmust advise the Service Center of all limtations to your software
package at tinme of first contact, before testing begins. Your software
does not have to provide for all fornms and schedul es, nor for al
occurrences of a particular formor schedul e.

I f your software cannot provide for all occurrences of a particular
formor schedule or series of fields, as specified in Publication 1346,
no statenment record is allowed.

You nmust do the conplete formwith all fields included. An acceptable
limtation would be the nunber of field occurrences.

Your software nmust be able to create a statenment if a statenent is
necessary to conplete a form

Your software nust be able to accept different addresses fromnultiple
W2 Forms. The 1040 entity address nmust “NOT” automatically transfer to
the W2 address. Al information on Form W2 nust be entered in the
Form W2 record. There are no exceptions.

You nust advise the Service Center of all names you will be using to
mar ket your product.

ELECTRONI C FI LI NG BULLETI N BOARD SYSTEM

The Electronic Filing Bulletin System operates seven days a week. The
systemis unavailable at 4:00 a.m Eastern Tinme for about 30-60 nminutes
for mai ntenance. This system provi des general Electronic Filing Program
information as well as specific information concerning changes to this
and ot her publications.

Filers, using an asynchronous nmodem (14.4 or |less) and comruni cation
software can access the bulletin board by dialing:

(859) 292-0137

The communi cati on software should have the foll ow ng protocol: Ful
Dupl ex, No parity, 8 data bits, and 1 stop bit.

For additional information and assistance regarding the bulletin board,
contact the bulletin board technical staff at (859) 669-5031



FEDERAL/ STATE PARTI CI PANTS ACCEPTANCE TESTI NG ( PATS)

Software Devel opers will be tested by each individual state using a
state provided test package. The applicable State Liaison will respond
to all Software Devel oper questions related to state testing.

CONCURRENT TESTI NG

Concurrent Testing all ows Software Devel opers to begin state testing,

t hrough any I RS ELF Service Center, prior to obtaining final acceptance
fromthe IRS for the Federal PATS process. The primary service center
is defined as the center that supports the state where the Software
Devel oper is physically located. The Software Devel oper nmust contact
the state coordinator who, in turn, will schedule state testing with
the primary service center

The Software Devel oper may be required to create specific data from
state test scenarios. The state coordinator will have information about
specific testing procedures for each state.

TECHNI CAL ASSI STANCE

The Software Devel oper will continue separate federal testing, at the
primary EMS site, using the Federal test scenarios until they accept
them for federal filing. Procedures in place for Federal Participants
Acceptance Testing will not change.

The primary Service Center will provide technical assistance on Federa
returns only. The state coordinator must respond to any problem
encountered by the Software Devel oper with state data. The state
coordinator will work with the Software Devel oper to resolve all reject
conditions on state returns.

The primary IRS will performlimted testing on the state generic and
unformatted records. If these records are not rejected by the automatic
checks in the IRS prograns, the IRS will nake the state data avail able

to each state agency for further testing.

The RS will not performa "Conpare" to |ook at specific state data.
Each state will test the state data and provide feedback to electronic
filers. Filers should refer to each state's procedures and

speci fications.

Sof t ware Devel opers and Transmitters have requested that the I RS and
states use different Social Security Nunmbers (SSNs) for their
respecti ve Acceptance Testing process. The follow ng range of Test SSNs
has been designated for use by the participating states in the state
test packages:



ELF STATE ASSI GNED TEST SSNS

Ar kansas 400- 00- 5500 to 400-00-5599
Al abama 400- 00- 7400 to 400-00- 7499
Ari zona 400- 00- 7500 to 400-00- 7599
Col or ado 400- 00- 5600 to 400-00-5699
Connecti cut 400- 00-5700 to 400-00-5799
Del awar e 400- 00- 5800 to 400-00-5899
Di strict of Colunbia 400- 00- 7300 to 400-00-7399
Georgi a 400- 00- 6600 to 400-00-6699
Hawai i 400- 00- 7900 to 400-00-7999
| daho 400- 00- 5900 to 400-00-5999
Illinois 400- 00- 3500 to 400-00-3599
I ndi ana 400- 00- 4000 to 400-00-4099
| owa 400- 00- 6000 to 400-00-6099
Kansas 400- 00- 4100 to 400-00-4199
Kent ucky 400- 00- 4200 to 400-00-4299
Loui si ana 400- 00- 4300 to 400-00-4399
Maryl and 400- 00- 7200 to 400-00-7299
M chi gan 400- 00- 4500 to 400-00-4599
M ssi ssi ppi 400- 00- 4600 to 400-00-4699
M ssouri 400- 00- 6100 to 400-00-6199
Mont ana 400- 00- 6800 to 400-00-6899
Nebr aska 400- 00- 6200 to 400-00-6299
New Jer sey 400- 00- 6300 to 400-00-6399
New Mexi co 700- 00- 0000 to 700-00-2000
New Yor k 400- 00- 4800 to 400-00-4899
North Carolina 400- 00- 4900 to 400-00-4999
Nort h Dakota 400- 00- 7700 to 400-00-7799
Ohio 400- 00- 7600 to 400-00- 7699
Okl ahoma 400- 00- 5000 to 400-00-5099
Or egon 400- 00- 6400 to 400-00-6499
Pennsyl vani a 400- 00- 7100 to 400-00-7199
Rhode | sl and 400- 00- 6900 to 400-00-6999
South Carolina 400- 00- 5100 to 400-00-5199
Ut ah 400- 00- 5200 to 400-00-5299
Ver nont 400- 00- 8000 to 400-00-8099
Virginia 400- 00- 7000 to 400-00-7099
West Virginia 400- 00- 5300 to 400-00-5399
W sconsin 400- 00- 5400 to 400-00-5499
The RS will only accept these SSNs during Participants Acceptance

Testing (PATS). They will be rejected if submitted during live
processing. The IRS Error Reject Code provided will advise filers that
the SSNis not within the valid range of Social Security Nunbers.

El ectronic filers who have been accepted into the Federal Electronic
Filing System and have begun transmitting federal returns, but wish to
continue state testing nmust obtain a Test ETIN fromthe applicable IRS
service center. Check the state procedures to deternmine if the state
all ows testing beyond January 16, 2005.
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New Procedures for fornms not in test scenarios — All the new fornms to
e-file were not included in the test scenarios. However, if you plan to
devel op any of these new fornms, you may include themin one of the test
scenarios. If there are no reject codes related to that particul ar
form's), this will indicated that you have met the file specification
and may file the form(s). Your acceptance notification will include any
of the new forms you transmit. After you have conpl eted your PATS
testing select a return(s) and attach whatever forms you plan to file
that were not already included in the test scenarios. To ensure the
formis conpleted according to our specifications, the nmoney anounts
that apply to other forms or schedules in that test scenario nust be
conpl eted. There will be no conpares on these forns.

Prelimnary Answer files — will be in variable format. It will be
posted as a file consisting of all the forns and schedul es that are

i ncluded in each test scenario. Al the fields (sequences numbers) with
the appropriate values will be in the file. When you have finished
devel opi ng your test scenarios, your fields and values should be
consistent with the field/values on the file.



Hl GHLI GHTS FOR TAX YEAR 2005

New Form(s)/ Schedul e(s)

NOTE: Al late Forns and Schedul e changes related to late | egislative
and or Katrina changes will be added to PATS at a |later date, at that
time you should come back in and test those fornms and schedules if they
will be included in your software package.

Seven (7) additional fornms will be accepted for Electronic Filing for
Tax Year 2005:

Form 8609- A — Annual Statenment of Low I ncone Housing Credit
Form 8854 — Initial and Annual Expatriation Information Statenent
Form 8864 — Bi odi esel Fuels Credit
Form 8896 — Low Sul fur Di esel Fuel Production Credit
Form 8901 — Information on Qualifying Children Who are not Dependents
(For Child Tax Credit Only)
*Form 8914 — Exenption Anpunt for Taxpayers Housing |ndividuals
Di spl aced by Hurricane Katrina
*Form 8915 — Qualified Hurricane Katrina Retirenent
Pl an Distributions and Repaynents

*Late Legislative and Katrina Changes

EMS Changes

* An additional I M- Drain was added to the processing schedule. Drains
wi |l occur local tinmes at 1lam 6pm and 2am

Uni sys will process an additional ELF Data run

“H will be the new site designator code for Fresno

Capability for Trading Partners to change their password.

Oct ober 20, 2005 will be the last tinme to use |IRS-provided dial-up
and ISDN lines to EMS for Fornms 1040 and El ectronic Tax Documents
(ETD s). Internet access replaces dial-up

* By Novenber 1, 2005, all data nust be encrypted when transnmitted
across either the Internet or via transmtter-installed encrypted
dedi cated/| eased |ines to EMS.

*  F  * %
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E-filing Inperfect Returns

TY 2005, Individual e-file will accept certain inperfect returns on the
second or subsequent transm ssion of returns where the Child s SSN and
Nanme Control on Schedule ElIC does not nmatch Master File or when the
Dependent’s SSN and Narme Control on Form 1040/ 1040A does not match
Master File.

* These returns will reject the first time they cone in when they do
not pass ERC 0501 or 0504 validations.

* On the second or subsequent filing with an ERC 0501 or 0504 error
only, ELF will accept the return when the ERO checks SEQ 0035,

| nperfect Return Election Indicator, on the Sunmary Record. An
acceptance code of “E" will be returned in the ACK Key Record to the
transmitter. (E = Exception Processing)

* These returns will fallout in Error Resolution Systenms (ERS), where
the credit and/or exenption may be disall owed.

* Processing tinme for these returns will be 4 to 6 weeks.
* This exception processing applies to Federal returns transntted

separately (No Fed/ State returns filings).

Federal / State e-file

The nunber of Unformatted Records will be increased from9 to 25 for
the States. New nenu option for State Retrieval Access "Show State
Return Menu". The state acknow edgnent file reference name will have

the format MVDDNN. Sss.

RAL | ndi cat or Changed

The RAL Indicator is a required field for Forns 1040, 1040A and 1040EZ.
The field description for the RAL I ndicator (SEQ 1465) has changed to
the foll ow ng:

* 1Q” No Bank Product (No bank product was issued)

* o0 Pre- Refund Products or a Loan Product similar to RAL
(Money borrowed by a taxpayer, froma | ender, based on the
taxpayer’s antici pated incone tax refund)

* “2" = Post-Refund Products, Non-Loan Product similar to RAC
(Taxpayers may choose this product to have preparers and
ot her fees deducted fromtheir refund instead of paying
themup front. This choice uses direct deposit into a bank
account usually set up by the preparer at a participating
bank. The taxpayer is issued their refund after the IRS
deposits it and the preparer has subtracted his/her fees).

NOTE: Error Reject Code 0299 has been revised to reflect this change.
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Form 1040
For Tax Year 2005, a new field was added to the Form 1040 el ectronic
record layout to identify disaster returns filed electronically.

Form 2106 — Because of changes in the Form 2106 instructions, we wll
be allowing the filing of two Fornms 2106 per taxpayer (see also
Attachnent 11). Therefore each taxpayer (Primary & Secondary) could
have up to two Fornms 2106 and 1 Form 2106-EZ. HOWEVER, it is

i mperative that when both spouses are filing Form(s) 2106/ 2106-EZ, the
Form(s) 2106/2106-EZ for the primary taxpayer MJST precede the Forn(s)
2106/ 2106-EZ for the secondary taxpayer.

Form 4136 — Because of extensive forns changes for Form 4136, the
record |l ayouts this form have been conpletely revised and there have
been maj or changes/additions to the Error Reject Codes for this form

Form 8609 — Because of changes in the way this formw ||l be processed,
it will no |onger be accepted electronically. This formwll only be
filed (on paper) every fifteen years.

Schedul e A (Form 8609-A) and Form 8884 — are obsolete and will no
| onger be accepted el ectronically.

For m 8453/ 8453- OL

Two Submi ssion Processing Centers will process TY2005 Fornms 8453

(U.S. Individual Income Tax Declaration for an IRS e-file Return) and
Forms 8453-0L (U.S. Individual Income Tax Declaration for an IRS e-file
Online Return). Andover will process forns for returns transmitted to
Andover and Kansas City. Austin will process forns for returns
transmtted to Austin, Fresno and Phil adel phia. A return accepted with
an electronic signature nethod (PIN) does not require subnission of a
For m 8453/ 8453- OL.

Acceptabl e attachnents to Tax Year 2005 Form 8453, U.S. Individua

I ncome Tax Declaration for an IRS e-file Return or Form 8453-0L, U. S.
I ndi vi dual I nconme Tax Declaration for an IRS e-file Online Return,

i ncl ude:

Form 3115, Application for Change in Accounting Method

Form 3468, Investnment Credit, Historic Structure Certificate
Form 5713, International Boycott Report

Form 8283, Noncash Charitable Contributions, Section B

Appr ai sal Summary

* Form 8332, Release of Claimto Exenption for Child of Divorced or
Separated Parents

* Form 8858, Information Return of U S. Persons Wth Respect To
Forei gn Di sregarded Entities

* Form 8885, Health Coverage Tax Credit

E o I 3

Online Filing Transm ssions

Transmitters of online returns are renminded to follow transm ssion
rules contained in Section 1 — Data Conmuni cation, “Processing for 1040
e-file in 2006”.
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In accordance with Publication 1345, Handbook for Authorized IRS e-file
Provi ders of Individual Income Tax Returns, transmitters of online
return nmust include the letter "0 in the Transm ssion Type Code field
(SEQ 0170) of the TRANA record. In addition, transmtters nust ensure
an online Electronic Filing Identification Nunmber (EFIN) is used.

HELP

If you need assistance in formatting and transnmitting your returns or
have questions regarding these tests, contact the appropriate service
center. Suggestions for scenarios are welcone. If you find errors

or would like to comment on this Test Package, please e-nmil or contact
Sheil a Rogers-All en (Shelia.Rogers-Allen@rs.gov) or Carolyn J. Martin
at the followi ng address:

I nternal Revenue Service
SE: W CAS: SP: ES:

C5- 372 NCFB

5000 Ellin Road

Lanham MD 20706

(202) 283- 4890
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I nternal Revenue Service
Attn: SE: W CAS: SP: | EF: R
5000 Ellin Road

Lanham MD 20706
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